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FUNDSAFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED
FEDERAL
STATE IMPACT FY 2001 FY 2002 FY 2003
State Revenues (250,000) (250,000)

State Expenditures

Net | ncr ease (Decr ease) (250,000) (250,000)

Summary of L egislation: Thisbill establishes a certified school to career program. The bill also provides
a two-year credit against state tax liability for wages paid to a participant in a certified school to career
program.

Effective Date: January 1, 2001 (retroactive); July 1, 2001.

Explanation of State Expenditures: Thisbill creates atax credit for certified school to career programs.
A certified program would place high school students in internships where business professionals would
serve as mentors. To be eligible for this tax credit, a business must contribute money for a participant’s
college tuition (in addition to any regular salary). After completing the internship and the post-secondary
educational requirements of the program, the participant would be required to work aminimum of two years
for the sponsoring business. The Department of Workforce Development (DWD) estimates that nearly
35,000 individualsin Indiana between the ages of sixteen and twenty-four will participate in some kind of
school-to-work program in the year 2000, although it is not known how many would qualify as certified
programs under the provisions of thisbill.

The DWD and the Department of Education (DOE) would both have to approve certified school-to-work
programs and adopt rules to implement these programs. The costs associated with this requirement would
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depend on the number of programs that must be certified.

The Department of State Revenue (DOR) would also incur some additional costsasaresult of this program.
The DOR would haveto devel op formsfor the reporting of thiscredit but would be ableto absorb therel ated
expenses of processing, printing, and computer programming within its current budget. A taxpayer seeking
creditsfor program expenditureswould have to submit payroll and other information to the Department. The
coststo the DOR of approving expenditureswould depend on the number of taxpayersthat apply for credits.

Explanation of StateRevenues: Thishill establishesthe Certified School to Career Program Payroll Credit.
The credit granted to each taxpayer would equal 20% of payroll expenditures for program interns. The
Certified School to Career Program Payroll Credit is aso limited to the first 400 hours of payroll
expenditures each calendar year (not to exceed two years) for a participant. This credit applies to
expenditures madein the taxable years of 2001 and 2002 only. A maximum of $500,000 in total credits may
be granted in FY 2002 and FY 2003 combined.

Thiscredit may betaken against ataxpayer’ s Gross Income Tax, Adjusted GrossIncome Tax, Supplemental
Net Income Tax, Bank Tax, Savingsand Loan Tax, Financial Institutions Tax, and Insurance Premium Tax
liability. Thebill also allowsthe credit to be taken by partnersor shareholders of pass-through entities. If the
credit exceeds the taxpayer’ s total state liability in one year, the excess may be carried forward and would
also be refundable (carrybacks would not be permitted). Income Tax revenue is deposited in the General
Fund and the Property Tax Replacement Fund.

Secondary impact: If certified school to work programsare successful in creating empl oyment opportunities
(that would otherwise not have been available) and enhancing the earning potential of program participants,
there could befutureincreasesinindividual incometax collections. Greater personal income may also result
in increased revenue from other taxes, such as the Sales Tax and the Motor Vehicle Excise Tax.

Explanation of L ocal Expenditures:

Explanation of L ocal Revenues: Secondary impact: If certified school to work programs are successful in
creating employment opportunities(that woul d otherwi se not have been avail abl €) and enhancingtheearning
potential of program participants, there could be positive secondary fiscal impacts for local units through
local option income tax revenue.

State Agencies Affected: Department of Workforce Development, Department of Commerce, Department
of Education, Department of State Revenue.

L ocal Agencies Affected:

I nfor mation Sour ces: Pat Murphy, Deputy Commissioner, Department of Workforce Development, (317)
233-1463.
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